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Where the government has access to better information than private
parties or where individual purchasers have inadequate incentives

canning the market, the?e is a legitimate ro e for the gover -
ment in disseminating information.    For example, the average home-
owner has little ability to determine the energy efficiency of
appliances or the relative value of different types of insulation
in the absence of effective labeling standards.

The economy incurs substantial losses because of the slow rate at
which it can adjust to uncertain and changing world oil prices.
Some types of investment activities in R&D can reduce these lead
times at relatively low cost.    In the general expectation of high
energy prices, firms in the private sector will undertake R&D invest-
ment to reduce lead time.   The government also can have a major role
in increasing the rate of adjustment because it is a major cause of
long lead times.   The regulatory process can cause substantial  delays
from the time a decision is made to initiate a project until its final
completion.   However, many steps can be taken to clear projects
through the regulatory process well in advance of the time when they
are likely to become economic.    Then, if oil prices rise sufficiently
to make the projects economic, construction can start without delay.
This approach may be most appropriate for synfuels and other technolo-
gies that are not yet economic. Private-sector planning and investment
activity will also be affected by uncertainty about long-run govern-
ment policies on incentives for energy production and on regulatory
activities.   By providing stable, long-run plans and by announcing
these policies to the private sector, the government can substantially
reduce the uncertainty surrounding private-sector investments.

4.   Increased and Diversified Foreign Supplies

Any increase in foreign oil production will put downward pressure
on world oil prices.    It will also decrease the threat of dis-
ruption if the supplies replace a less secure source.    For these
reasons, marginal production from most countries in the world is
more valuable than production from the least secure sources.

Unfortunately, many countries are apparently not undertaking explora-
tion and development that could lead to production that is economic at
current oil prices.   A major effort by the U.S. through the World Bank
or other mechanisms to stimulate world production seems desirable.
Loans for exploration and development are one possible step that will
lower the perception of risk by many countries and lead to the loca-
tion of commercial oil deposits.
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